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TO THE SHAREHOLDERS 


The results achieved by the Canadian Pulp and Paper industry in 1966 
more than justifies our optimistic expectations. For the third consecutive 
year, North American demand for newsprint continued to grow at an un- 
precedented pace. This was particularly true in the case of the United States 
where all of your Company’s product is absorbed. The demand there in- 
creased by 9.3% to reach an all-time record of 9,250,000 tons, of which 
6,700,000 were supplied by Canada. The growth we are witnessing is largely 
attributed to the rise in newspaper advertising lineage, compounded by the 


subsequent increase in editorial and news coverage. 


Canada continues to be the leading supplier of newsprint. Its 1966 
production of 8,450,000 tons accounted for 43% of the total world output. 
It possesses the largest accessible wood supply and one of the most econo- 
mical. The paper flowing from its mills is universally reputed for its high 
quality. This story of our country’s major export industry is eloquently 
told in the Expo ‘67 Canadian Pulp and Paper Pavilion of which your 


Company is one of the co-sponsors. 


The auspicious conditions which prevailed during 1966 were amply 
reflected in the Company’s operations. As a result of the seven-day week 
initiated in May 1966 as well as further improvements in production efficien- 
cy, the mill achieved a new record output of 125,908 tons, an increase of 
11.57% over 1965. These improvements are the result of substantial capital 
investments over the years. The cost of these improvements in 1966 was 
$605,253. 


Net earnings for the year ended December 31st, 1966 amounted to 
$1,694,633 or $0.94 per share as compared to $1,492,854 or $0.83 per share 
for the previous 12 months. This represents an increase of 13.5%. Profit on 
exchange before income taxes was $920,306 whereas the 1965 figure had 
been $828,269. 


In the course of the last fiscal year, the long term debt was further 
reduced by $468,000 to $2,677,000 and during the same period, working 
capital was increased by $322,159 to $7,564,458. 


Along with the higher production attained at the mill, further quality 
control improvements were introduced to meet and anticipate the ever 
increasing quality demands of high speed newspaper presses and the spread- 
ing use of colour printing. The advanced testing and quality control equip- 
ment installed assures that none but the finest grade of newsprint is delivered 


to our customers. 


Labour relations throughout the Company continued to be favourable. 
Salaries and fringe benefits, established in the agreement of October 1965, 
are comparable to those found in pulp and paper mills throughout the Provin- 
ce of Quebec. The Company now employs 400 persons at the mill. The 
woodlands personnel is comprised of 18 full-time employees, augmented by 
a seasonal work force averaging 500 and reaching a peak of 900. As the only 
major employer in the mill town of Clermont, the Company maintains an 
extensive civic programme, contributing to the welfare of the inhabitants 


by active participation in community activities as well as by yearly grants 
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to the social, entertainment and cultural projects. Annual scholarships to 


students from Charlevoix County in 1966 amounted to $3,950. 


According to the best estimates, a modest increase in newsprint demand 
can be expected in 1967 from North American consumers and longer range 
forecasts present encouraging prospects for Canadian suppliers. To meet this 
sustained demand, a number of mills in this country, as well as in the United 
States, are in the process of either expanding manufacturing facilities, im- 
proving the yield of existing facilities, or both. Your directors are indeed 
confident of the Company’s continued growth and of its participation in the 


newsprint industry’s plans for expanded production facilities. 


On behalf of the Board, 


MARK DONOHUE 


Président. 


Quebec, March 16, 1967. 
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The working capital at December 31, 1966 amounted to $7,564,458 
compared $7,242,299 at December 31, 1965. This increase of $322,159 is 
explained as follows: 


Source of Funds: 


ING tiearning sane 2) ere Peli! PF $1,694,633 
DDEDEC CALI Ollewn a Rent ae 716,450 
ICDC COM ar meee Rt cas ee pes Coe ee 149,495 
Tax reduction applicable to future years..... 55,398 $2,615,976 


Application of Funds: 


Appropriation for the redemption of long term 
el tomer are Shasta en ensa oe peek wo SFA 74:000 


DIVIdendsee re Co ee LG. 720,000 
Cost of additions to fixed assets.. $ 605,253 


Less: payments out of funds set 
aside for this purpose..... 224,478 380,775 


Funds set aside towards cost of capital impro- 


vements to be completedin1967.......... 628,117 
SDECIO MLE LUNCa DIG tak i ene eee eee 72,167, 
Increase in prepaid expenses and deferred 
CHSErges a meee eer a ee es nr, 19,758 2,293,817 


increase ita Orking Capital.+..., en. eee $ 322,159 


Current assets at December 31, 1966 amounted to 5.3 times current 
liabilities. 


DLO NiO ULES BIR OME ER Sa EiiMiiiie D> 
AND SUBSIDIARY COMPANY 


page 6 


CONSOLIDATED BALANCE SHEET 


(with comparative figures 


ASSETS 
CURRENT ASSETS: 


Government bonds and short-term investments (Market 
value: $2,6217525) 20 = see ee ee 


AACCOUMNES FECELV. AD] Cee erer et a 


Inventories, at cost: 


Finished products, supplies, pulpwood and expend- 
itures on current logging operations.............. 


TOTAL, CURRENT) ASSETS =) ee 


OTHER ASSETS: 


Short-term investments to cover cost of property 
additions: Senne marten oe eg ee 


Prepaid expenses and deferred charges............... 


Specialirefundable taxa. =a ee ee 


FIXED ASSETS: 
Real estate, mills, machinery and equipment, at cost. . 


Accumulated depreciation (Note 2) 


Timber limits, less depletion 


On behalf of the Board: 


A. EMILE BEAUVAIS 


JeN.L COLE \ Directors. 


1966 


$ 1,333,143 


2,955,049 
1,211,879 


4,199,031 


1965 
$ 1,184,424 


2,999,905 
1,147,222 


3,072,258 


$ 9,299,102 


$ 8,559,809 


$ 797,600 
159,605 
72,167 


$ 393,961 
139,847 


$ 1,029,372 


$ 533,808 


$15,503,131 
10,397,862 


$14,929,708 
9,713,392 


$ 5,105,269 
2,810,580 


$ 5,216,316 
2,960,225 


$ 7,915,849 


$ 8,176,541 


$18,244,323 


$17,270,158 


AS AT DECEMBER a1; 1966 
as at December 31, 1965) 


LIABILITIES 


1966 1965 

CURRENT LIABILITIES: 
Accounts payable and accrued liabilities............. $ 733,827 $ 700,933 
Incomestaxes pavablen yee en 793,984 410,368 
Sinking fund requirements and notes payable within 

one year, less specific deposits for this purpose...... 206,833 206,209 

TOTAL CURRENT LIABILITIES........ $ 1,734,644 $ 1,317,510 

LONG TERM DEBT: 
First mortgage bonds: 

PRUCHLOLIZEC ceri ee eet tes $5,000,000 

Surstandine (Notes) amit cnt es oe es A 7 OOO 22°845-000 
Unsecured notes: 

514%, to mature December 1, 1967-1968........... 200,000 300,000 


$ 2,677,000 $ 3,145,000 
Less: Sinking fund requirements and notes payable 
WALD ONESY CALE mints Witty nh aaein ok ee ne et tet 473,000 468,000 


$ 2,204,000 $ 2,677,000 


ACCUMULATED TAX REDUCTIONS 
APPLICABLE TO FUTURE YEARS (Note 3) $ 136,166 $ 80,768 


SHAREHOLDERS’ EQUITY: 


CAPITAL STOCK: 


Authorized: 3,600,000 shares without par value 
Issued and outstanding: 1,800,000 shares........... $ 2,000,000 $ 2,000,000 


RICGVAINEDERARNINGS oa. oc nae 6 mee en ee 12,169,513 11,194,880 


$14,169,513 $13,194,880 


$18,244,323 $17,270,158 


DO UN OO. UES BS ROME RS EM i EID: 

AND SUBSIDIARY COMPANY 
NOTES TO 
CONSOLIDATED 
FINANCIAL STATEMENTS 
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NOTE 1 — OUTSTANDING FIRST MORTGAGE BONDS: 


1966 1965 
Series ‘‘A’’: 


5% Sinking fund bonds to mature February 15,1967 $ 140,000 $ 275,000 


Series “B”’: 
434% Sinking fund bonds to mature February 15, 
NCKO/;, FNAISS soot WOSE IME. 6 a acon csacancsoss 100,000 200,000 
Series “C”’: 
4% Sinking fund bonds to mature August 15, 1975 645,000 695,000 


Series ‘‘D’’: 
5% Sinking fund bonds to mature December 1, 1976 

payablein U.S: funds =. 33-4267 eee eee 990,000 1,045,000 
Series “E”’: 


6% Sinking fund bonds to mature February, 15, 
1977; payable in UsS.funds). eae ee eee 602,000 630,000 


$2,477,000 $2,845,000 


NOTE 2 — FIXED ASSETS: 


The fixed assets of the Company, other than timber limits, were valued 
by Stone & Webster Canada Limited as at July 31, 1962; according to their 
valuation, the estimated depreciated replacement cost was then $16,888,846. 
By adding to this figure the net cost of fixed assets acquired since that date 
of $3,500,149, the total estimated value as at December 31, 1966 is then 
$20,388,995 whereas the depreciated book value is $5,105,296. 


NOTE 3 — DEPRECIATION ON TAX REDUCTION: 


The current year’s tax reduction of $55,398 is the amount by which income 
taxes otherwise payable in respect of the year have been reduced by claim- 
ing for tax purposes, capital cost allowances in excess of the depreciation 
recorded in the accounts. This difference is applicable to those future periods 
in which the amounts claimed for tax purposes will be less than the depre- 
ciation recorded in the accounts and is accordingly included in the balance 
sheet in the item ‘“‘Accumulated tax reductions applicable to future years’’. 


NOTE 4 — COMMITMENTS AND CONTINGENCIES: 


To assist its employees in the acquisition of properties for dwellings or for 
recreational purposes, the Company has guaranteed mortgage loans for a 
total amount of $174,845. 


ROTHERS LIMITED 
IARY COMPANY 


am 
=) 


CONSOLIDATED STATEMENTS 
OF EARNINGS AND 
RETAINED EARNINGS 

for the year ended December 31, 1966 


(with comparative figures for the previous year) 


CONSOLIDATED STATEMENT OF EARNINGS 


‘ 1966 1965 
Earnings for the year, before taking into account 
she iCemsighowt below ae er oa oe aes $4,393,993 $3,907,258 
Deduct: 
Interest on long-term debt. ..%........5....4- 144,628 170,856 
$ 4,249,365 $ 3,736,402 
PIEDECCIAUION © a.com, ee Gee 716,450 712,266 


ee: $ 3,532,915 $ 3,024,136 
Provision for taxes: 


Income taxes payable for the year $1,782,884 


Current year’s tax reduction ap- 
plicable to future periods (Note 3) 55,398 1,838,282 1,531,282 


Net earnings for the year................. $ 1,694,633 $ 1,492,854 


CONSOLIDED STATEMENT OF RETAINED EARNINGS 


Balance at beginning of year................. $11,194,880 $10,422,026 

Add: 

Net carmings for the year. 222... 6s. <anae ones 1,694,633 1,492,854 
$12,889,513 $11,914,880 

Deduct: 

PrMdenge paid 1 tera tet dae eet eee oes 720,000 720,000 

Balance at end of year.................... $12,169,513 $11,194,880 


AUDITORS’ REPORT 


We have examined the consolidated balance sheet of Donohue Brothers Limited and its subsidiary 
Company as at December 31, 1966 and the related consolidated statements of earnings and retained 
earnings for the year ended on that date, and we have obtained all the information and explanations 
which we required. Our examination included a general review of the accounting procedures and such 
test of accounting records and other supporting evidence as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheet and related consolidated statements 
of earnings and retained earnings, supplemented by appended notes, present fairly the financial position 
of the Company and its subsidiary Company as at December 31, 1966, and the results of their operations 
for the year ended on that date, in accordance with generally accepted accounting principles applied 


on a basis consistent with that of the preceding year. ae 
SAMSON, BELAIR, COTE, LACROIX 
ET ASSOCIES 


QUEBEC, February 27, 1967. Chartered Accountants 
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STATISTIQUES POUR LES ANNEES 


1957-1966 


Bénéfices avant Provision 

Production —_ amortissement Provision pour Gain Dividende 

Cee og ee a ee ee ee 

1957 82,440 $1,880,412 $254,998 $752,694 $872,720 0.48 0.25 
1958 87,788 2,018,625 375,803 757,469 885,353 0.49 0.25 
1959 100,402 2,353,058 486,931 925,216 940,911 0.52 0.25 
1960 102,500 2,737,235 554,066 1,115,270 1,067,899 0.59 0.30 
1961 103,815 2,949,947 582,909 1,201,347 1,165,691 0.65 0.30 
1962 109,165 3,672,085 601,707 1,624,748 1,445,630 0.80 0.3124 
1963 106,634 3,668,473 697,930 1,539,455 1,431,088 0.80 0.40 
1964 110,454 3,924,699 762,034 1,599,352 1,563,313 0.87 0.40 
1965 112,846 3,736,402 712,266 1 ail PSI 1,492,854 0.83 0.40 
1966 125,908 4,249,365 716,450 1,838,282 1,694,633 0.94 0.40 


*Le gain par action et le dividende sont basés sur le capital-actions actuel de 1,800,000 actions. 
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